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KEY ECONOMIC INDICATORS FOR TURKEY 


All values in $U.S. millions unless otherwise indicated. Average 
exchange rates: $l= TL 160.95 (1982); TL 224.03 (1983); TL 364.85 (1984). 


Income & Production (a) 1983 
GNP at Current Prices (factor cost) 48 ,605 
GNP at Constant (1968) Prices (b) 

(factor cost) 23,695 
Agricultural (GNP) 19.8 
Industry (%GNP) 29.1 
Services (%ZGNP) 51.1 
Per Capita GNP at Current Prices (a) 1,028 


Money and Prices 

Money Supply, M2A (TL/Billions) 3,150 
Central Bank Discount Rate, % 48.5 
Consumer Price Index (1978-1979 = 100) 632.8 
Wholesale Price Index (1981 = 100) 190.8 


Balance of Payments and Trade 

Gold & Gross Foreign Exchange 

Reserves (c) 2,000 3,899 
External Debt (Disbursed) 16,821 19,932 
Debt Service as % Foreign Exc. Earn. 25.7 22.8 
Trade Deficit (FOB, FOB) 2,990 2,942 
Current Account Deficit 1,828 1,407 
Capital Transactions Balance tate 1,135 
Exports, FOB (d) 5,728 7,134 
U.S. Share 4.1 5.2 
Imports, CIF (d) 9,235 10,757 
U.S. Share te 10.0 


NOTES: 


(a) Exchange rate changes distort dollar denominated absolute and 
percentage changes from TL actuals; 

(b) U.S. $1.00 = TL/9.00 

(c) Gold was revalued to $216.65 per ounce on December 31,1984. It was 
previously valued at $42.42. 

(d) Excludes transit trade 


Sources: State Institute of Statistics, Central Bank, State Planning 
Organization. 





SUMMARY AND GENERAL TRENDS 


The Turkish economy rebounded sharply in 1984 from the 
difficulties experienced in 1983, and grew at a rate not 
experienced since the mid 1970's. Credit for the turnaround goes 
in large measure to the economic policies of the newly-elected 
government headed by Turgut Ozal. Shortly after assuming office 
in December 1983, the Ozal government embarked on a broad economic 
liberalization program, dramatically reducing and simplifying 
government regulation of foreign trade and foreign exchange. The 
import regime was revised from one that presumed denial of 
imports, to one that presumed approval. The value of the Turkish 
Lira was adjusted to bring it into line with the parallel market. 
Deposit interest rates were raised above the inflation rate to 
encourage savings. Exports, which had stagnated in 1983, 
responded favorably to the realistic exchange rate policies and to 
tax rebates on exports, the latter being phased down during 1984. 
The dollar value of exports increased by 24 percent in 1984. 
Exports of manufactured products increased by 41 percent, 
contributing to a 9.1 percent real growth rate in the industrial 
sector. Strong growth in the industrial sector plus a recovery of 
agricultural output from depressed 1983 levels resulted in 6.0 
percent real GNP growth for the year 1984. 


In 1984, inflation was a major problem. In spite of tight credit 
conditions in the private sector, wholesale prices, as measured by 
the Turkish State Institute of Statistics, increased 50.3 percent 


in 1984. The persistence of inflation in 1984 can be attributed 
partially to money growth in 1983, to the TL counterpart of large 
foreign currency inflows in 1984, and to the monetary implications 
of a large and growing government deficit. In an effort to 
bolster revenues and impose a greater degree of accountability on 
the private sector, the parliament passed legislation in October 
1984, imposing a 10 percent value added tax (VAT) on all goods and 
services’ transactions effective January 1985. (Food purchases 
are, however, taxed at a zero rate.) Recent revenue estimates for 
1985 indicate that VAT collections are running substantially above 
collections on those taxes it replaced. The VAT is also expected, 
over time, to enhance income tax revenues through improved 
accounting procedures. 


NATIONAL INCOME 


Turkey's economy, as measured by real GNP, grew at an impressive 
rate of 6.0 percent in 1984, a significant increase over 1983, 
when growth was 3.6 percent. Stimulated by strong export demand, 
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industry was the leading growth sector with a 9.1 percent real 
increase in 1984; it was also the largest sector in the economy as 
measured by value of output, at 29.8 percent of GNP. Manufactured 
output was up 10 percent in 1984, with substantial increases 
recorded in the production of lignite (19 percent), paper (23 
percent), fertilizer (17 percent), buses (35 percent), and 
automobiles (29 percent). 


The agricultural sector (19.6 percent of GNP) recovered from a 
weather-related poor performance in 1983. Agricultural production 
increased 3.8 percent in real terms in 1984, which compares 
favorably with this sector's average annual growth of 3.4 percent 
over the past two decades. Cereals and vegetables led the 
recovery in the agricultural sector. Wheat production (17.2 
metric tons) was up 4.9 percent; barley production (6.5 metric 
tons) was up 19.8 percent. Likewise, production of melons (4.8 
metric tons), tomatoes (4.0 metric tons), onions (1.1 metric 
tons), and potatoes (3.2 metric tons) was up 4.1, 8.1, 10.0, and 
4.9 percent respectively. Output of industrial crops, pulses and 
nuts declined; in particular, production of sugar beets dropped 
sharply from 12.7 metric tons in 1983 to 11.1 metric tons in 1984 
(13.1 percent), and filbert production dropped from 400,000 tons 
in 1983 to 300,000 tons in 1984. Tobacco production fell, but 
cotton was up. The agricultural sector continues to be the 
largest employer in Turkey, absorbing 59.9 percent of the labor 
force. 


Wholesale and retail trade, the third largest sector in the 
economy (18.8 percent of GNP), enjoyed the second highest growth 
rate at 8.3 percent. Growth in other service sectors included: 
6.8 percent for transport and communications, 6.1 percent for 
business and personal services, 4.5 percent for the financial 
sector, and 3.0 percent for government. The construction sector, 
plagued by high interest rates and sluggish domestic investment, 
turned in the worst performance, growing only 0.6 percent in real 
terms. 


According to estimates of the Turkish State Planning Organization, 
personal consumption in 1984 increased 4.7 percent in real terms 
over 1983; as a percentage of total national income, consumption 
rose slightly from 80 percent in 1983 to 81 percent in 1984. 

Total investment in 1984 (TL 3.5 trillion) is estimated to have 
been 20 percent of national income, registering a less than one 
percent real increase over investment levels in 1983. As a result 
of government policy decisions, investment by the public sector 
(TL 1.8 trillion) fell by 4.5 percent in real terms in 1984; the 
largest share of public-sector investment went to the energy 
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sector (TL 511 billion, 28 percent), followed by transportation 
(TL 407 billion, 23 percent) and manufacturing (TL 330 billion, 18 
percent). Investment by the private sector, however, is estimated 
to have increased by about 4.5 percent in real terms to TL 1.312 
trillion. The largest share of private investment went into 
housing (TL 398 billion), followed by manufacturing (TL 350 
billion), and transportation (TL 195 billion). 


The first estimate of 1985 gross national product prepared by the 
State Institute of Statistics (SIS) in August anticipates real 
economic growth in 1985 of 3.1 percent as compared to 6.0 percent 
experienced in 1984. SIS estimates that slower growth will occur 
in most sectors of the economy in 1985 with significant reduction 
in agriculture (2.6 percent in 1985 vs 3.8 percent in 1984), 
industry (4.1 percent in 1985 vs 9.1 percent in 1984), wholesale 
and retail trade (2.4 percent in 1983 vs 8.3 percent in 1984). 
The decline in the industrial sector is attributed by some 
observers to sluggish performance of exports in the first half of 
1985. However, electricity consumption in the first half of 1985 
grew at a 12 percent annual rate, giving rise to speculation that 
data for industrial production obtained by voluntary 
questionnaires is understated. 


PRICES, WAGES AND EMPLOYMENT 


The Ozal administration made inflation control one of its highest 
priorities after assuming office in December 1983. In early policy 
moves, the government adjusted interest rates in line with 
inflation to encourage saving and suppress credit demand, 
liberalized the trade regime using imports to introduce 
competition in the domestic market, and accelerated the 
devaluation of the Turkish Lira. Despite the priority given to 
fighting inflation, it remained the most serious problem facing 
the Turkish economy into 1985. 

The SIS wholesale price index rose 50.3 percent in 1984, double 
the official target for the year of 25 percent. While several 
cost-push factors can be cited as having contributed to the 
disappointing performance on inflation, inability to control the 
money supply was the principal culprit. 


A large and unexpected government deficit, estimated to have been 
at least TL 918 billion (5 percent of GNP), and large foreign 
currency inflows were important factors in the growth of the 
domestic money supply and thus in Turkey's inflation. In spite of 
rapid monetary growth, financing for the private sector was 
difficult to obtain and extremely expensive since banks 
experienced shortages of Turkish Lira. Effective nominal interest 
rates for bank lending ranged up to 80 percent in 1984. 
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Exacerbating the problem of excessive monetary growth were several 
policies pursued in 1983 which necessitated price adjustments in 
1984. The prices of goods produced by the State Economic 
Enterprises (SEE's) were not adjusted in line with production 
costs prior to the November 1983 elections, and the Turkish Lira 
was also allowed to become overvalued (in comparison to the 
parallel market) during the latter half of 1983. The SEE price 
adjustments and currency realignments which occurred in the first 
half of 1984 were, in reality, carry-overs from 1983 and 
contributed around 10 points to the WPI increase for the year. 
Another factor contributing to the inflation surge in 1984 was a 
rapid rise in the local price of fresh fruits and vegetables, 
which occurred as a result of large export sales and 
less-than-ideal weather conditions. The prices of these products, 
which historically had been lower than world levels, rose to the 
world market levels in one season. 


The outlook for inflation in 1985 is guardedly optimistic. The 
government has acknowledged the importance of reducing the budget 
deficit, and it introduced a value added tax (VAT) on January 1, 
1985. The VAT is now projected to yield significantly higher 
revenues than the taxes it replaced. The introduction of the VAT 
is also expected to lead to better accountability throughout the 
economy, and thus reduce widespread income tax avoidance. 
Although the reported cost of living increases for the first few 
months of 1985 were high, partly as a result of the VAT 
imposition, statistics for May, June and July indicate that 
inflation may be moderating. 


In an effort to curb inflation and encourage savings, the interest 
rate changes in December 1983 significantly increased returns on 
time deposits (from 35 to 47 percent) and lowered them on sight 
deposits (from 20 to 5 percent). On January 1,1984, the 
withholding rate on interest income was cut to 10 percent (from 20 
percent) and the transaction tax on borrowing was reduced from 15 
to 3 percent to soften somewhat the impact of higher interest 
rates on borrowers. The change in the interest structure resulted 
in a marked shift from sight deposits to time deposits. By 
December 1984, time deposits had increased by over 100 percent 
from their levels of December 1983, whereas sight deposits showed 
no increase at all. Although currency in circulation rose sharply 
in the first three quarters of 1984, the shift from sight deposits 
to time deposits depressed Ml growth to a modest 12 percent 
(December 1983-December 1984); however, M2A rose by 47 percent 
during the same period. 
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Turkey has a labor force of some 19 million people, excluding 
workers employed abroad and those serving in the armed forces. 59 
percent of the domestic civilian labor force is employed in 
agriculture and 13 percent in industry. Approximately one million 
Turks are working abroad, mostly in Western Europe. The economic 
slowdown in Europe and accompanying unemployment have reduced the 
demand for foreign workers. The impact of this development on the 
Turkish economy has been offset somewhat by the substantial 
numbers of Turkish workers employed in the Middle East, notably in 
Saudi Arabia and Libya. 


With an annual population growth rate of 2.1 percent, as many as 
450,000 new workers enter the labor force each year. Last year 
only 10 percent of those new workers were able to find 
employment. Effective unemployment is estimated at over 20 
percent. While the immediate goals of the economic adjustment 
program were to reduce inflation and increase foreign exchange 
earnings, the present government and all the political parties 
have identified unemployment as one of Turkey's most serious 
economic and social problems. 


The Turkish industrial relations system is still in a state of 
transition to normal union activities. Collective bargaining and 
a limited right to strike resumed early in 1984 after having been 
suspended since the military takeover on September 12, 1980. 
Constitutional provisions and the new labor laws are intended to 
provide greater stability in labor relations and more emphasis on 
peaceful resolution of labor-management disputes. The 
government's policy of wage restraint, applied directly in the 
public sector, combined with the restrictive provisions of the new 
labor laws have, however, put the moderate trade unions ina 
bind. The result has been an increasingly acrimonious public 
debate between the unions and representatives of the Government. 


There are no reliable or official statistics on general wages 
levels or trends in Turkey but some impressions can be gained from 
unofficial sources. According to wage data collected in the 
annual survey of manufacturing industry, average industrial wages 
(both public and private sector) in 1984 rose 38.6 percent to TL 
2,825 ($7.75) per day. According to this survey, increases in the 
private sector (41.2 percent) were larger than in the public 
sector (33.6 percent), but average public sector industrial wages 
(TL 3,287 per day) are still higher than in the private sector (TL 
2,591 per day). Using the SIS consumer price index as a deflator, 
real industrial wages declined 9.8 percent in 1984, as compared to 
a decline of 5.2 percent in 1983. There is no published index of 
white collar wages in Turkey; as of January 1, 1985, however, the 
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U.S. Embassy compensation schedule, which is based on a survey of 
progressive local employers, ranges from TL 2.75 million per year 
($6,190) for a starting white collar employee to TL 6.69 million 
per year ($15,200) for a senior employee. 


THE EXTERNAL SECTOR: TRADE, DEBT AND BALANCE OF PAYMENTS 


In 1984, the Turkish government revised the presentation of its 
balance of payments statistics with the assistance of the IMF to 
conform more closely to international standards. According to 
this new presentation, Turkey's current account deficit fell from 
$1.8 billion ($2.1 billion in old series) in 1983 to $1.42 billion 
in 1984. Exports (FOB) in 1984 increased by about 24 nercent to 
$7.4 billion. The increase in imports was heid to 16 percent 
($10.3 billion). The trade deficit, at $2.9 billion, was 
essentially unchanged from 1983. Turkey's surplus on invisibles 
increased from $1.2 billion in 1983 to $1.5 billion in 1984, 
largely as a result of higher workers' remittances ($1.8 billion) 
and other private transfers ($1.9 billion). 


The 1984 increase in exports was not uniformly distributed among 
products or customers. Exports to countries of the European 
Economic Communities increased 35.9 percent to $2.7 billion (38 
percent of total exports), while exports to West Germany, Turkey's 
largest single customer, increased by 53 percent to $1.3 billion. 
Exports to the Gulf States, which include, among others, Iraq, 
Iran and Saudi Arabia, increased by 16.5 percent to $2.2 billion, 


although exports to Iran fell 31 percent from $1.1 billion in 1983 
to 


$752 million in 1984. Exports to East Bloc countries were up 14 
percent in 1984 to $229 million, of which over half went to the 
Soviet Union, ($138 million, an increase of 56.1 percent over 
1983). Exports to the United States rose 59 percent from $232 
million in 1983 to $368 million in 1984. 


Exports of manufactured products increased 41 percent from $3.7 
billion in 1983 to $5.1 billion in 1984, raising the share of 
these products in total exports from 64 percent in 1983 to 72 
percent in 1984. Especially notable were large increases in 
exports of textiles (up 44 percent to $1.9 billion), leather Cup 
108 percent to $400 million), and petroleum products (up 75 
percent to $409 million). Exports of mineral products increased 
27 percent to $240 million in 1984; exports of agricultural 
products, however, fell by 7 percent in value from $1.88 billion 
in 1983 to $1.75 billion in 1984. 





During the first half of 1985, Turkish exports did not maintain 
the rapid rate of growth of the previous year. Cumulative exports 
for the period January-June, 1985 were $3.53 billion, an increase 
of only four percent over the same period in 1984. Exports in May 
and June, however, were significantly higher than in the same 
months of 1984 (26 and 15 percent respectively), perhaps 
foreshadowing better results in the second half of 1985. During 
the first half of 1985, Turkish imports increased 3.1 percent over 
their levels in 1984 to $4.83 billion. 


The more realistic exchange rates maintained between the Turkish 
Lira and the currencies of Turkey's major trading partners are 
credited by many observers for the large jump in manufactured 
exports. Over the past 5 years, since the maxi-devaluation 
associated with the January 24, 1980 economic adjustment program, 
the Turkish Government has taken a number of steps to bring market 


factors to bear in establishing the exchange rate of the Turkish 
Lira. 


During the most recent period, concurrent with the assumption of 
power by the Ozal administration, the government has indicated 
that full convertibility of the Lira is its ultimate objective. 
In December 1983, commercial banks were given permission to 
establish their own buying and selling rates for the U.S. dollar 
and other foreign currencies within a 6 percent spread from a 
"central" U.S. dollar rate established by the Central Bank. From 
May 1, 1984, the Turkish Central Bank fixed the value of the 
Turkish Lira vis-a-vis currencies of major trading partners on a 
daily, as opposed to an irregular basis. Most recently, on July 
1, 1985, the limitation imposed by the 6 percent spread was 
eliminated allowing commercial banks to establish freely their own 
rates for buying and selling foreign exchange. 


External debt has been a source of concern for, and a handicap to, 
trade with Turkey since the debt crisis which began in the late 
1970's. A major rescheduling of official and commercial debt in 
1980, along with a coordinated assistance program, allowed time 
for an aggresive economic adjustment program to restore Turkey's 
international creditworthiness. Over the past 3 years, Turkey has 
been able to borrow as necessary to cover its trade and 
balance-of-payments requirements. Foreign exchange reserves were 
$3.1 billion as of August 2, 1985, 





As of December 31, 1984, Turkey's medium and long term disbursed 
debt totalled $15.3 billion; at the same time, disbursed short 
term debt was $4.6 billion for a total public and private sector 
disbursed external debt of $19.9 billion. Undisbursed public and 
private sector external debt as of this date was $4.40 billion. 
Of the total short term debt, 53 percent is owed to 

Turkish citizens residing abroad, either through the Dresdner Bank 
Scheme, convertible Turkish Lira deposits, or foreign exchange 
deposits in Turkish commercial banks. Debt service on medium and 
long term debt (disbursed as of December 31, 1984) is expected to 
be $2.92 billion in 1985, and $2.88 billion in 1986. For the 
period 1985 to 1989, debt service will include principal on the 
rescheduled debt, accounting for some $500 million annually. 


ECONOMIC PROSPECTS: TURKEY'S FIFTH FIVE-YEAR PLAN 


National economic and social planning has been a feature of the 
Turkish economy since the early 1960's. The Constitution requires 
the government to submit Five-Year Plans and Annual Programs to 
Parliament. On approval, the Plan and Programs become binding on 
the public sector and indicative for the private sector. 


The Fifth Five-Year Plan (1985-89) reiterates the guiding 


principles of the new economic policy first pronounced in January 
1980: 


Economic activity will take place in a competitive 
environment, with as few distortions as possible, and with 
policies designed to encourage economic allocation of 
resources and enhanced effort by economic agents, the State 
playing a supportive role to private sector development; 


In recognition of the fact that development will be 
constrained by the balance of payments, the development 
strategy recognizes the importance of policies designed 
further to increase exports of goods and services, to reduce 
the current account deficit, and to improve international 
creditworthiness. 


The Five-Year Plan is a numerical macroeconomic framework stating 
targets for GNP and its components, employment, and the balance of 
payments for each year from 1985 to 1989, supplemented by sector 
targets, which are less detailed than in previous Plans. A novel 
feature is the Plan's flexible character; annual targets will be 
reviewed, and changed if necessary, in the light of the prevailing 
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situation to ensure that consideration will be given first and 
foremost to the need for balanced economic development rather than 


to specific targets for output or investment, as has been the case 
in the past. 


In the Fifth Five-Year Plan, an ambitious average annual GNP 
growth rate of 6.5 percent is projected. Industry, especially 
export-oriented manufacturing, is to be the key engine of growth. 
A rise in the rate of domestic savings from 17.4 percent to 20.5 
percent of GNP is anticipated to help finance the projected 
increase in investment. Foreign savings, that is, the current 
account deficit, are projected to decline in importance from 4.1 
percent of GNP in 1983 to 1.4 percent in 1989. 


The Plan calls for merchandise export growth of nearly 16 percent 
annually, in order to hold Turkey's current account deficit to an 
annual level of just over $1 billion. The grace period on 
principal repayments provided under the reschedulings of 1978-1980 
terminated in 1984. As noted earlier, principal payments will 
rise for this reason from $1 billion in 1983 and $1.4 billion in 
1984 to $1.9 billion in 1985. The Plan projects that external 
financing requirements will be met by expanding inflows of foreign 
direct investment, export and other project credits, commercial 
bank loans and short term capital. 


IMPLICATIONS FOR THE UNITED STATES 


As a direct result of the Ozal Government's macroeconomic policies 


and the liberalization and simplification of trade and investment 
regulations, Turkey has increasingly attracted the interest of 
potential U.S. exporters and investors. As noted in previous 
sections of this report, persistent and stubborn high rates of 
inflation and tight credit for the private sector have discouraged 
domestic and foreign investment, but progress is being made in 
reducing inflation, and the structural framework already in place 


seems sure to stimulate significant investor activity over the 
medium term. 


Likewise, the greatly liberalized import regime and 
diversification of the Turkish economy resulting from the 
government's market-oriented macroeconomic policies have created 
many new opportunities to expand exports to Turkey. In 1984, U.S. 
exports to Turkey increased by approximately 52 percent, from $695 
million to $1.073 billion, while total Turkish imports increased 
by 16.5 percent, from $9.235 billion to $10.757 billion. The 
recent depreciation of the U.S. dollar relative to the currencies 
of third country exporters should further improve the U.S.'s share 
of Turkey's import market. 
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U.S. exports of coal, chemicals, raw materials, fertilizers, iron 
and steel scrap, wheat, and mining and construction equipment were 
leading U.S. export items in 1984. There is also strong Turkish 
demand for other U.S. products such as computers and peripherals, 
analytical and scientific equipment, medical equipment, 
agricultural chemicals, electrical power generation equipment, and 
food processing and packaging equipment. 


Eight of the largest U.S. banks have established subsidiaries, 
including joint-venture banks, in Turkey. Likewise, a majority of 
the "big eight" public accounting firms are already established in 
Turkey, and other U.S. firms have recently established offices to 
provide legal and advertising services. The agribusiness and 
tourism (hotel) sectors have begun to generate the greatest 
interest for direct U.S. investment, but the Turkish Government's 
plans to "privatize" many state-owned enterprises probably wil] 
also attract additional foreign investment in the fertilizer, 
cement, and textile industries. In addition, Turkey's new mining 
law opens up more of Turkey's varied mineral resources for private 
sector (including foreign) development. 


Several recent developments are indicative of the strengthening 
investment/trade relations between Turkey and the U.S., and the 
increasing level of interest among the U.S. business community in 
new opportunities in Turkey. In April 1985, during the official 
visit of Prime Minister Ozal to the U.S., representatives of the 
U.S. Chamber of Commerce and its Turkish counterpart, the Union of 
Chambers of Commerce and Industry, signed a Memorandum of 
Understanding in which the parties agree to establish a 
U.S.-Turkish Joint Business Council. The Council will be 
comprised of senior level executives from a representative cross 
section of U.S. and Turkish firms. The Council, which will have 
parallel executive secretariats in Washington, D.C. and Istanbul, 
will be concerned with the resolution of broad trade and 
investment policy concerns, with the object of facilitating trade 
and investment and improving bilateral relations. American 
Chambers of Commerce (AMCHAMS) are currently in formation in 
Istanbul and Ankara. Government-to-Government relations have also 
been enhanced with the recent initialing of a Bilateral Investment 
Treaty. The treaty guarantees the "national treatment" rights and 
privileges of investors of both countries, assures the right to 
transfer freely dividends and other payments related to 
investments, and provides for an agreed dispute settlements 
procedure. 
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There are rapidly expanding opportunities for trade with and 
investment in Turkey. The Turkish Government recently awarded a 
$541 million contract for a second Bosphorous bridge and Istanbul 
ring road project. The bid of the successful consortium, 
comprising Turkish, Japanese and Italian firms, was approximately 
$112 million less than the next lowest bid. The Japanese 
Government provided concessional credit for a large part of the 
project's cost. The Turkish Government's private-sector 
orientation is evident from the techniques it has used in 
negotiating with foreign firms wishing to build nuclear power 
generating facilities in Turkey. The government has invited 
foretgn firms to submit proposals to finance, build, and operate 
such plants, and to sell the energy produced to the Turkish 
Electric Authority, thereby, in effect, transferring a part of the 
financial and operating risk to the foreign supplier. 


Public investment is constrained by policy and by budget 
stringency, and many major government tenders still require 
suppliers’ credits on favorable terms. During the past year, it 
has been common for American suppliers to offer imaginative 
project financing packages, including the utilization of third 
country export credits, when bidding on major government 
infrastructure projects. In the private sector, new investment in 
plant and equipment for the domestic market is still slack; 
manufacturers who export remain the best targets for sales. 


The Turkish Government has begun to implement certain major energy 
and infrastructure projects. While some of these projects are 
long standing, others are relatively new. In this connection, the 
Turkish State Planning Organization (SPO) has published a listing 
of major projects with a total estimated investment cost of 

$12.8 billion for which it is seeking foreign financing. 


In 1984-1985, the Turkish Government selected contractors or 
issued letters of intent for a number of major projects. Among 
them are co-production of the F-16 military fighter aircraft, 
telephone switchgear manufacturing, Ataturk Dam construction, 
coal-fired power plants, second Bosphorous suspension bridge, and 
the second and third satellite ground stations. Other major 
projects requiring services and equipment for which tenders may be 
announced towards the end of 1985 or early 1986 are as follows: 


Procurement Agency 
EDUCATION 


Industrial Training Project: 

Upgrading of industrial secondary 

education system. Total project cost 

is about $72.7 million including $57.7 Ministry of Education 
million in foreign exchange. IBRD 

funded. 





ENERGY PROJECTS 


Procurement of drilling rigs and geo- 
physical instruments. Total project 
cost is about $60 million. 


Mugla - Husamlar Lignite Project 


Desulphurization project of Cayirhan 
Electric Power Plant - 2 x 150 MW 


Afsin - Elbistan Thermal Power Plant 


"B" Project. Total project cost is 
about $350 million. 


Ilusu (Mardin) Dam and Hydroelectric 
Power Plant Project - 1200 MW Total 
project cost is estimated at $800 
million of which $260 million is in 
foreign exchange 


Kayraktepe Dam and Hydroelectric 
Power Plant Project - 510 MW Total 
project cost is estimated at $400 
million of which $100 million is in 
foreign exchange. IBRD funded 


Boyabat (Sinop) Dam and Hydroelectric 
Power Plant Project - 510 MW Total 
project cost is estimated at $290 
million of which $105 million is in 
foreign exchange 


Sakarya/Kargi (Eskisehir-Ankara) Hydro- 
electric Power Plant Project - 194 MW 
Total project cost is estimated at $148 
million of which $31 million is in 
foreign exchange 


Sakarya Gursogut (Eskisehir-Ankara) 
Hydorelectric Power Plant Project - 242 
MW Total project cost is estimated at 
$170 million of which $40 million is in 
foreign exchange 


Minerals Research and 
Exploration Institute 
(MTA) 


Turkish Coal 
Enterprises (TKI) 


Turkish Electricity 
Authority (TEK) 


Turkish Electricity 
Authority (TEK) and 
Turkish Coal 
Enterprises (TKI) 


State Hydraulic Works 
(DSI) 


State Hydraulic Works 
(DSI) 


State Hydraulic Works 
(DSI) 


State Hydraulic Works 
(DSI) 


State Hydraulic Works 
(DSI) 
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Yedigoze (Adana) Hydroelectric Power 
Plant Project - 300 MW Total project 
cost is estimated at $190 million of 
which $50 million is in foreign exchange. 


Saray (Tekirdag) Thermal Power Plant 
Project - 2 x 150 MW 


Karliova (Bingol) Thermal Power Plant 
Project - 125 MW Total project cost is 
estimated at $115 million of which $66 
million is in foreign exchange. 


Orta (Cankiri) Thermal Power Plant 
Project - 125 MW Total project cost is 
estimated at $102 million of which $59 
million is in foreign exchange. 


Expansion of existing 15 MW Kizildere 


(Aydin) Geothermal Power Plant up to 
115 MW 


Germencik (Aydin) Geothermal Power 


Plant Project - 2 x 55 MW 


Tuzla (Canakkale) Geothermal Power 
Plant Project - 2 x 55 MW 


Power System Operations Assistance 
Project - Improved efficiency in power 
generation and transmission, technical 
assistance, supply in instruments, 
tools and spare parts. Total project 
cost is estimated at $140 million of 
which $124 million is in foreign 
exchange. IBRD funded. 


Transmission IV Project - Completion of 
national 400 KV grid, technical 
assistance to improve system operation 
and maintenance. Total project cost is 
estimated at $195 million including 
$146 million in foreign exchange. 


State Hydraulic Works 
(DSI) 


Turkish Electricity 
Authority (TEK) 


Turkish Electricity 
Authority (TEK) 


Turkish Electricity 
Authority (TEK) 


Turkish Electricity 
Authority (TEK) 


Turkish Electricity 
Authority (TEK) 


Turkish Electricity 
Authority (TEK) 


Turkish Electricity 
Authority (TEK) 


Turkish Electricity 
Authority (TEK) 





ENGINEERING 


Urbanization Project State Planning 
Cukurova region urban development Organization (SPO) 
project. Preparation of feasibility 

and design studies for urban growth 

management, infrastructure, technical 

assistance and training. Total 

project cost is estimated at $10 

million of which $4.7 million is in 

foreign exchange. IBRD funded. 


Natural Gas Trunk Pipeline from BOTAS - Bor: Hatlari 

the Bulgarian Border Ile Petrol Tasima 
A.S. (Petroleum 
Pipeline Corp.) 


Qatar North Field Gas Development BOTAS - Boru Hatlari 
Project - Natural gas transmission to Ile Petrol Tasima 
Europe via Turkey A.S. (Petroleum 


Pipeline Corp.) 


MINING PROJECTS 


Bolkardag Gold - Silver Concentrator ETIBANK 
Project (also available for participation 
by foreign investors) 


Marmara Marble Project ETIBANK, joint 
venture with 


Lafico(Libya) Arab 
Turkish 


Bank and 
Pellegrini(Italy) 


Siirt - Madenkoy Copper Project ETIBANK, joint 
venture with 


Alarko(Turkey) and 
Prevssag 


(FRG) 


Balya Zinc - Lead Project (Balikesir) ETIBANK 





PORT MODERNIZATION 


Third Ports Project - Specialized Turkish State 
container handling equipment for four Railways (TCDD) and 
ports, equipment for port maintenance, Turkish Maritime 
technical assistance and training. Organization (TDI) 
Total project cost estimated at $174 

million of which $143 million is in 

foreign exchange. IBRD funded 


PULP AND PAPER MACHINERY 


Pulp and Paper Machinery Rehabilitation Pulp and Paper 
Project - Rehabilitation of Aksu, Enterprise (SEKA) 
Dalaman and Afyol mills. Total project 

cost is estimated at $82 million 

including a foreign exchange component 

of $50 million. IBRD funded. 


RAILWAY MODERNIZATION 


Railway Modernization Project Turkish State 
Main line track renewal, modernization Railways (TCDD) 
of locomotive workshops, signalling and 

telecommunication facility. IBRD 

funded. 


The annual investment program for Turkey is heavily concentrated in the field 
of electric power generation, transportation and telecommunications. 
Especially good opportunities exist for U.S. suppliers of design engineering 
and construction management services. U.S. companies are advised to follow 
such projects closely. Additional information on such projects may be 


obtained from the Office of Major Projects, ITA, U.S. Department of Commerce, 
Washington, D.C. 20230. 


SALES AND JOINT VENTURE OPPORTUNITIES 


In recent years, due to high interest rates and low domestic consumption, the 
private sector has been unwilling to undertake new major borrowing and has 
concentrated instead on improving the use of existing plant and equipment. 

The outlook is improving, but major new investments generally will be 
restricted to joint ventures with foreign firms. Best opportunities for joint 
ventures are in the areas of agribusiness, power generation, tourism, and 


mining. Some purchases of capital equipment will be made by Turkish 
manufacturers who export. 
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A major trend in the private sector is the demand for computers 
and related software. Since 1982, a number of companies have 
converted to computer bookkeeping, and this trend is 
accelerating. Foreign bank competition in the domestic market is 
also forcing Turkish banks to computerize. U.S. exporters of EDP 
equipment offering local service and training can expect an 
excellent export market in Turkey for years to come. 


New investments in private medical facilities in Turkey are also 
expected to lead to an expansion in the market for medical 
diagnostic equipment in the near term. U.S. electronic-diagnostic 
equipment is highly regarded and should do well if prices are 
competitive with European-sourced equipment. 


Detailed reports on the Turkish market for mining and construction 
equipment, telecommunications equipment, power generation 
equipment, food processing equipment, computers, analytical 
instrumentation, coal and fertilizers, as well as other products 
and services related to agriculture, steel, and medical equipment 
can be obtained at Department of Commerce District Offices, the 


American Embassy in Ankara, or the American Consulate General in 
Istanbul. 


IMPORT PROCEDURES 


The Ozal Government's liberalization program is a dramatic 
departure from past practice. Now, anything not on three rather 


limited lists may be freely imported without government permission 
or license. 


The decree regulating imports establishes three categories into 
which importable goods are placed. First, there is a prohibited 
list containing some 200 items. Importation of goods on this list 
is usually not possible; however, a special exemption may be 
obtained. Most items on this list are not products traditionally 
exported by U.S. suppliers, and the impact on U.S. sales should be 
minimal. Second is the list of goods which can be imported with 
the permission of the Undersecretariat of the Treasury and Foreign 


Trade (UTFT). Third, all other goods are divided into two 
categories: 


-- A listing of some 250 goods which may be imported but are 
subject to a special surtax up to 200 percent ad valorem, 
the proceeds of which go into a special housing fund. 

Goods on this list consist primarily of luxury goods and 
items in which Turkey is self-sufficient. Certain items 

in this category over which the GOT now has a 

monopol y--coffee, cigarettes and alcoholic beverages, for 
example--may only be imported by Tekel, the state monopoly. 
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-- All other goods not included above may be imported 
freely. For these items, qualified importers need only to 
apply to a commercial bank for a foreign exchange 
allocation. No other formalities are necessary. The 
state sector, including the state monopolies, however, is 
required to obtain permission for all imports. 


Responsibility for all foreign trade matters, including trade 
financing and negotiations, is invested in the UTFT. The UTFT 
makes checks to ensure that import prices conform to current world 
prices and that the quality of the goods meets world 
standards--including health standards. Any return of imported 
goods to the original supplier must also be authorized by the UTFT. 


Importers are still required to make a security deposit when 
opening letters of credit of 7 or 1 percent of the value, 
depending on the type of product and its use. 


To facilitate U.S. exports to Turkey, particularly the 
introduction of products which represent new technology in the 
market, the U.S. Government supports an American pavillion at the 
Izmir International Trade Fair, which is held every year between 
August 20 and September 10. Inquiries regarding participation in 
the 1986 Izmir Fair may be directed to: 


Commercial Attache 
American Embassy Ankara 
A.P.O. New York 09254-0001 


INVESTMENT AND LICENSING OPPORTUNITIES 


In order to stimulate industrial development, the Turkish 
Government actively encourages the importation of foreign capital 
and technology. Until 1984, domestic industry was largely 
protected from import competition, and foreign suppliers licensed 
their products in order to gain entry into the Turkish market. 
For example, since the early 1970's European companies 
progressively captured much of the automotive market through 
licensing and joint-ventures in truck, bus and engine 
manufacturing. Turkish firms also actively sought licenses to 
manufacture such items as photographic film, electronic and 
telecommunications equipment. 


Now, however, with more liberal import and investment regulations, 
the Turkish Government is de-emphasizing licensing and assembly in 
favor of joint-ventures and investments which result in technology 
and capital transfer. 
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The Turkish Government is particularly interested in attracting 
foreign investment in petroleum, mining, tourism, aid 
agribusiness. Foreign investment in manufacturing is also 
welcome, and Turkish officials point to the export potential in 
the Middle East. Recent legislation authorizes the establishment 
of "Free Zones" in Turkey, the first of which is expected to open 
in 1986. Detailed information about the investment climate in 
Turkey can be obtained from the Commercial Attache, American 
Embassy, Ankara. Companies interested in learning more about 
investment opportunities in Turkey should also contact: 


Dr. Namik Kamal Kilic, Director 
Foreign Investment Department 
State Planning Organization (DPT) 
Necatibey Caddesi 

Bakanliklar, Ankara 


INVESTMENT REGULATIONS 


Since 1980, the Turkish Government has centralized the foreign 
investment review and approval process in the Foreign Investment 
Department (FID) of the State Planning Organization. This office 
is the principal point of contact for potential foreign investors 
(except for investors in the tourism and petrolem sectors, which 
are governed by different legislation); the FID also keeps records 
on earnings and capital transfers. 


Basic legislation for foreign investment activities in Turkey is 
Law 6224, dating from 1954. The present, streamlined 
authorization system and the FID were established by a 1980 
“Framework Decree on Foreign Capital" (Decree No. 8/168). 
Suhsequent decrees have clarified and expanded the FID'S scope, 
giving it authority, for example, to issue permits for the 
purchase and importation of intellectual property; to authorize 
the establishment of trading, representational or regional offices 
in Turkey with greatly reduced capital requirements and tax 
liabilities; to authorize repatriation or reinvestment of assets 
acquired by a foreign investor through sale or liquidation of a 
Turkish company or partnership; and to issue work permits for 


foreign nationals needed for new or expanded foreign investment 
activities. 


The FID actively promotes foreign investment in Turkey. FID 
officers meet with potential investors and help find joint venture 
partners. The FID receives the formal investment application, 
which includes, inter alia, a feasibility report on the project 
and financial statements of the applicant(s). 
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The FID itself can authorize investments or reinvestments by 
foreign firms or individuals with total fixed investment amounts 
of $50 million or less, and in which the foreign equity share is 
between 10 and 49 percent. Investment proposals above these 
limits must be approved by the Council of Ministers; in these 
cases the FID prepares the documentation for Ministerial review. 
Together with an investment authorization, a foreign investor may 
be accorded various investment incentives provided under Turkish 
law for specific purposes(export promotion, regional development). 


FINANCING 


Given the gap between Turkey's extensive needs and its limited 
resources, external financing of public and private capital 
investment will be a crucial factor in the coming years. In 
addition to new short and medium term credits available from 
commercial banks, the Export-Import Bank of the United States 
(EXIM) expanded its programs for Turkey in 1984 for the use of 
American exporters. EXIM offers FCIA insurance and supplier 
credits for short and medium term sales up to $10 million. Other 
Eximbank programs are available for sales above $10 million to 
Turkey. Buyer credits to meet foreign export credit competition 
have also been offered to Turkish private and public sector 
borrowers, subject to the availability of Turkish bank and 
government guarantees. In 1985-1986, the Export-Import Bank wil] 
continue to offer special credit arrangements to the Turkish 
government to finance major infrastructure projects. 


U.S. firms can also compete for contracts financed by the World 
Bank and some third countries. Foreign commercial banks, which 
have been supplying Turkey with short term credits for the last 
two years, are now opening medium term facilities as well. 


Private sector exporters are the best targets for sales using such 
financing. 


In addition to financing for the projects described above, the 
World Bank is providing funds directly to the Turkish Treasury and 
to several Turkish financial institutions to provide hard currency 
loans for general imports as well as private sector investment 
projects. In 1984, the World Bank approved the fifth and final 
Structural Adjustment Loan to Turkey, which will be used to 
finance general imports. The structural adjustment loans will be 
replaced by sectoral program loans. In this new series, Turkey 
has already recently received a $300 million agricultural sectoral 


loan. Negotiations are underway for financial sector and energy 
sector loans. 
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World Bank loans have been made to the Turkish Agricultural Bank, 
the Turkish Industrial Development Bank, and the Turkish 
Industrial Investment and Credit Bank to provide hard currency 
credits for agricultural and agribusiness investment, as well as 
for development of export industries and light industry in urban 
areas. American exporters selling to Turkish private sector 
buyers in agriculture and the export sectors are advised to assist 
their customers in exploring financing possibilities through these 
World Bank-supported institutions. 


Most third country lending to Turkey in 1984 was again tied to 
procurement in the lending country. However, major transportation 
and communications projects for which American bids have been 
sought are currently being supported by credits from the Saudi and 
Kuwaiti Development Funds. 


LIST OF IMPORTANT CONTACTS FOR 
ADDITIONAL INFORMATION 


Mr. Geoffrey Jackson 

Desk Officer for Turkey 

Room 3411 

U.S. Department of Commerce 

Washington, D.C. 20230 Telephone: (202) 377-3310 


Mrs. Arma Jane Karaer 

Desk Officer for Turkey 

U.S. Department of State 

Washington, D.C. 20520 Telephone: (202) 632-1562 


Mr. G. Clay Nettles 

Economic Counselor 

American Embassy, Ankara 

A.P.O. New York 09254-0001 Telephone: 26-54-70 (Ankara) 


Mr. George Knowles 
Commercial Attache 
American Embassy Ankara Telephone: 26-54-70 (Ankara) 
A.P.0O. New York 09254-0001 Telephone: 28-19-81 (Ankara) 


Mr. Dan Wilson 

Commercial Consul 

American Consulate General 

Istanbul Telephone: 143-6200 (Istanbul) 
A.P.0. New York 09380 Telephone: 143-2367 (Istanbul) 





Looking for 
an overseas 
BUYER? AGENT? 
DISTRIBUTOR? 


To receive a free 
Trade Lists index 


Find one ~ or find out about 


the full range of Com- 


in the New | merce export aid 


products, write 


Commerce | to Commerce in 
Department a“ iy, Washington, D.C. or 


contact your nearest 


Tr ‘a d e L ist Commerce district office. 


for The Washington address is: 


Computers and | U.S. Department of Commerce, 


International Trade Administration, 


Peripherals Trade Lists, Room 1324, 


Washington,D.C. 20230. 


Trade Lists: The indispensible overseas marketing tool 
Trade Lists: Names and addresses of overseas buyers, agents, distributors 
Trade Lists: Names provided by U.S. Government foreign commercial officers 


Ask about some of the other Commerce export aid products such as credit reports on 
overseas companies, foreign market research surveys, agent searches and computer database 
retrievals. 











